§221.280

the claim and the amount of the deben-
tures issued.

§221.280 Waived title objections.

(a) General provisions. All of the pro-
visions of §203.389 of this chapter (re-
lating to the waiver by the Commis-
sioner of objections to title) shall
apply to mortgages insured under this
subpart, with the exception of mort-
gages involving condominium units.

(b) Provisions applicable to condo-
minium units. Where the mortgage in-
volves a condominium unit, the Com-
missioner shall not object to title by
reason of the following matters:

(1) Violations of a restriction based
on race, color, or creed, even where
such restriction provides for a penalty
of reversion or forfeiture of title or a
lien for liquidated damage.

(2) Easements for public utilities
along one or more of the property
lines, provided the exercise of the
rights thereunder do not interfere with
any of the buildings or improvements
located on the subject property.

(3) Encroachments on the subject
property by improvements on adjoining
property, provided such encroachments
do not interfere with the use of any im-
provements on the subject property.

(4) Variations between the length of
the subject property lines as shown on
the application for insurance and as
shown by the record or possession
lines, provided such variations do not
interfere with the use of any of the im-
provements on the subject property.

(5) Customary buildings or use re-
strictions for breach of which there is
no reversion and which have not been
violated to a material extent.

SPECIAL PROVISIONS APPLICABLE ONLY
TO MORTGAGES INVOLVING CONDO-
MINIUM UNITS

§221.300 Changes in the plan of apart-
ment ownership.

The mortgagee shall notify the Com-
missioner of any changes in the plan of
apartment ownership and in the admin-
istration of the property. Such notifi-
cation shall be given either at the time
of the conveyance of the property or at
the time of the assignment of the
mortgage. Any changes in such plan
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shall require approval by the Commis-
sioner.

§221.305 Condition of the multifamily
structure.

(a) When a family unit is conveyed or
a mortgage is assigned to the Commis-
sioner, the family unit and the com-
mon areas and facilities (including re-
stricted common areas and facilities)
designated for the particular unit shall
be undamaged by fire, earthquake, tor-
nado, or boiler explosion, except if the
property has been damaged, either of
the following actions shall be taken:

(1) The property may be repaired
prior to its conveyance or prior to the
assignment of the mortgage to the
Commissioner.

(2) With the prior approval of the
Commissioner, the property may be
conveyed or the mortgage assigned to
the Commissioner without repairing
the damage. In such instances, the
Commissioner shall deduct from the in-
surance benefits either his estimate of
the decrease in value of the family unit
or the amount of any insurance recov-
ery received by the mortgagee, which-
ever is the greater.

(b) If the property has been damaged
by fire and such property was not cov-
ered by fire insurance at the time of
the damage, the mortgagee may con-
vey the property or assign the mort-
gage to the Commissioner without de-
duction from the insurance benefits for
any loss occasioned by such fire if the
following conditions are met:

(1) The property shall have been cov-
ered by fire insurance at the time the
mortgage was insured.

(2) The fire insurance shall have been
later cancelled or renewal shall have
been refused by the insuring company.

(3) The mortgagee shall have notified
the Commissioner within 30 days (or
within such further time as the Com-
missioner may approve) of the can-
cellation of the fire insurance or of the
refusal of the insuring company to
renew the fire insurance. This notifica-
tion shall have been accompanied by a
certification of the mortgagee that
diligent efforts were made, but it was
unable to obtain fire insurance cov-
erage at reasonably competitive rates
and that it will continue its efforts to
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